COMMONWEALTH OF KENTUCKY .
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

REGULATION OF CONVENTIONAL TWO-WAY ) ADMINISTRATIVE
MOBILE TELEPHOME SERVICES )} CASE NO. 325

O R D E R

On  May 12, 1988, the Commission §issued an Order in
Administrative Case No. 322, Commission Jurisdiction Over One-Way
Radio Paging Services, finding that one-way radio paging services
do not constitute utility service as defined by KRS 278.010(3)(e).
In that Order, the Commission found that it lacked jurisdiction
over persons providing only one-way radio paging services.
Additionally, the Commission suggested that it would 1later
reexamine its proper role in the regulation of conventional
two-way mobile telephone services. Id4. at p. 6, n. 10. This case
is being established to consider whether:

(1) the Commission should make changes in the way that con-
ventional two-way mobile radio telephone service utilities! (here~

inafter "two-way mobile service providers") are regulated; and

We intend to limit the scope of this proceeding to the regula-
tion of conventional two-way mobile radio telephone service
provided by licensees in the public land mobile service using
FCC licensed frequencies assigned pursuant to 47 C.F.R.
§22.501 (1987), and providers of maritime gervices using FCC
licensed frequencies assigned pursuant to 47 C.F.R, §80.13

(1987). This proceeding is not intended to include FCC
licensees in the domestic public cellular radio telecommuni-
cation service. Such 1licensees are assigned frequencies

pursuant to 47 C.F.R. §22.902 (1987). However, cellular
utilities are being served with this Order.



(2) whether such regulatory changes may be made in a manner
that is consistent with the public interest and the requirements
of KRS Chapter 278.

The Commission has asserted regulatory authority over two-way
mobile service providers since at least 1969. These providers are
utilities. KRS 278.010(3)(e).

Over the past few years the Commission has observed a number
of changes within the telecommunications industry which prompt us
to consider whether continued regulation of the two-way mobile
telephone service industry is warranted. For example, competition
within the industry appears to be healthy, inasmuch as numerous
utilities offer the services. Approximately 14 utilities, not
including 1local exchange telephone utilities, provide two-wvay
services within Kentucky. Such carriers face competition from
cellular mobile radio telephone service providers in many parts of
the Commonwealth. Given the rapid growth in demand for cellular
telephones, we assume that the demand for conventional car
telephones has diminished in areas where cellular service is
available. The wide availability of frequencies for two-way
mobile service providers, combined with the relatively low cost of
entry into the business, 1leads to our tentative view that
competition 4in the provision of two-way mobile services is likely
to continue.,

In past recognition of such competition, we have not limited
market entry by two-way mobile service providers within individual
markets. Certain areas are served by numerous providers of

two-way services. Although the Commission requires certificates



of public convenience and necessity for construction of utility
facilities by two-way mobile service providers, we have presumed
that the duplication created by such construction is beneficial
rather than wasteful.

In addition to receiving certificates for construction of
facilities, two-way mobile service providers are required to seek
initial authority to operate, file tariffs, file annual reports,
and pay the annual assessment imposed upon utilities. Addition-
ally, such utilities are required to seek Commission approval,
pursuant to KRS 278.020, for the transfer or acquisition of
control of such utility businesses.

One possible barrier to entry may be the regulatory process
itself, Although the entry requirements currently imposed upon
two-way mobile service providers may not be onerous, the
Commission wonders whether further relaxation of regulatory
requirements could work to facilitate competition and,
consequently, reduce prices and improve service for ratepayers.

In order that the Commission might be assisted in its
consideration of the regulatory framework of two-way mobile
service providers, we request that these utilities, their
custonmers, and other interested persons provide comments,

addressing the following questions.

1. What goals should the Commission seek to achieve in its
regulation of two-way mobile service providers?
2. Given the goals described in response to question 1,

would the deregulation of two-way mobile service providers, or



TN

certain of their services, be in the public interest? Please
provide a description of costs and benefits.

3. If deregulation of mobile service providers would serve
the public interest, may such deregulation be accomplished within
the present statutory framework of KRS Chapter 278? If not, what
regulatory options exist wunder the current statute? What
regulatory options would reqgquire enabling legislation? If such
legislation were necessary, what legislation should the Commission
support?

4. Given the goals described in response to question 1, do
any aspects of regulation need to be strengthened rather than
reduced?

5. How competitive are two-way mobile services?
Respondents should describe the areas they serve, and identify
competitors within specific markets. Are there elements of the
services that are bottleneck monopolies? Are there areas within
Kentucky where there is a lack of competition among two-way mobile
service providers?

6. What issues related to interconnection between two-way
mobile service providers and local exchange carriers exist? Would
deregulation of the two-way mobile services industry create new
interconnection issues?

7. Do mobile services compete with other services as
substitutes? Identify other telecommunication services that
either are or may be wused as substitutes for two~way mobile
service, Do two-~way mobile services function as basic telephone

service in some parts of Kentucky?




8. How difficult are entry and exit for two-way mobile
service providers? Identify potential barriers to entry and exit
in the two-~way mobile services market in Kentucky.

9. Would deregulation affect the difficulty of entry and
exit? If the Commission determined that deregulation is in the
public interest would such determination affect the difficulty of
entry and exit in the two-way mobile services market.

10. Does consolidation of mobile service providers pose a

threat to competition? Is the industry likely to become more
concentrated? Would such consolidation provide benefits to
ratepayers?

11. Should the Commission consider any other mobile services

issues?

12, How should =zny ©proposed regulatory changes be
implemented?

The Commission FINDS that responses to the questions herein
will enable the Commission to consider possible changes in the
regulation of mobile service providers within Kentucky. In the
alternative, such information may assist the Commission in working
with the industry to propose 1legislative changes to implement
regulatory goals found to require such changes. The Commission
strongly encourages all mobile service providers to give notice of
this proceeding to their esubscribers.

IT IS THEREFORE ORDERED that:

1. This inveastigation into the regulation of two-way mobile

service providers is hereby instituted on the Commigsion's own

motion.



2. All such utilities subject to the jurisdiction of the
Commission -- and all local exchange telephone utilities -- are
made respondents to this Order and are invited to present their
comments on the above questions. Other persons are invited to
submit comments, Such comments will be considered and such
commenters shall not be required to seek formal intervention.

3. Any interested persons and respondents to this Order may
file answers and comments to the above questions by January 27,
1989. Such responses shall be served on all persons listed on the
attached service list. (Exhibit A)

4. Interested persons and respondents to this Order may
file reply comments on or before February 24, 1989. Such reply
comments shall be served on all respondents filing initial
comments and responses.

S. Interested persons and respondents to this Order shall
file an original and 10 copies of any comments with the Executive
Director. Each person submitting comments shall make a copy of
its comments available to any interested person on request.

Done at Frankfort, Kentucky, this 20th day of December, 1988.

PUBLIC SERVICE COMMISSION

Chairman

ATTEST: Vice Chalr

Executive Director %ﬁ;ﬁ;g/ é

|



Exhibit A to an Order of the Public Service Commission
In Administrative Case No. 325

Scott Bell

District General Manager
Aircall, Inc.
Page-Phone, Inc.

Radio Page, Inc.

7607 Shelbyville Road
Louisville, KY 40222

Michael D. Bowman
President

American Mobilphone, Inc.
100 Oxmoor Boulevard
Birmingham, AL 35209

Glen Meister

Treasurer

American Paging, Inc.

Suite 304

2780 Snelling Avenue, North
St. Paul, MN 55113

D. W. Wolf

Partner

Anser-Phone and Radio Paging,
Inc.

¢/o Communications Management

3737 Woodland, Suite 310

West Des Moines, IA 50265

Sue Edwards

Owner

Answering Service of Hopkinsville
3021 Chippewa Drive

Hopkinsville, KY 42240

Ernest A. Oswalt
Vice President/Technical Services
COM/NAV Marine, Inc.

401 Herltage Building
Jackson, MS 39201

Betty Thomas

President

Mayfield Answering Service, Inc.
329 1/2 South Ninth Street

P. O. Box 364

Mayfield, KY 42066

Charles Eddins
President

South Shore Radio, Inc.
P. O. Box 91388
Louisville, KY 40291

Tommy D. Tapp

President

Tapp Communications Company, Inc.
230 Second Street

P. 0. Box 951

Henderson, KY 42420

Elizabeth Jarman

President

Telephone Answering Service Inc.
805 Kentucky Avenue

Paducah, KY 42001

Donald D. Talkington

President

Telephone Answering Service of
Owensboro, Inec.

DBA Radio Autopage of Owensboro,Inc.

P. O. Box 1745

Owensboro, KY 42302

Cary V. Johnson

President

Tri-State Electronics, Inc.
Route 1, Box 455-F

Baxter, KY 40806

Robert Martin

President

U.S.A. Mobile Communications,
Inc. II

Cornell Plaza

11300 Cornell Park Drive

Cincinnati, OH 45242

Mr. Jan Teensma

President

Alltel Kentucky, Inc.

P. O. Box 68
shepherdsville, KY 40165



Harlon E. Parker

General Manager

Ballard Rural Telephone Cooperative
Corporation, Inc.

P. 0. Box 285

La Center, KY 42056-0295

J. D. Tobin, Jr.

President and Acting Manager
Brandenburg Telephone Company, Inc.
332 Broadway

Brandenburg, KY 40108

J. H. Prickett

Vice President/Regulatory Affairs
Cincinnati Bell Telephone Company
P. 0. Box 2301

201 East Fourth Street
Cincinnati, OH 45201

Richard Pfeifer
Treasurer/Comptroller
Contel of Kentucky, Inc.
P. O. Box 401
Merrifield, VA 22116

William W. Magruder
General Manager

Duo County Telephone Cooperative
Corporation, Inc.
P. O. Box 80

Jamestown, KY 42629

Paul E. Preston

General Manager

Foothills Rural Telephone
Cooperative Corporation, Inc.

P. 0. Box 240
Staffordsville, KY 41256

Russ Cave

Government Relations Dir.-North Area

GTE South, Inc.
First Security Plaza
P. O. Box 1650
Lexington, KY 40592

Paul R. Gearheart
President and Manager

Harold Telephone Company, Inc.
P. O. Box 160

Harold, KY 41635

Claude Jeffers

Office Manager

Highland Telephone Cooperative,
Inc.

P, O. Box 119

Sunbright, TN 37872

Edward A. Mattingly

President

Leslie County Telephone Company,Inc.
P. O. Box 969

Hyden, KY 41749-0969

James R. Watts

President

Lewisport Telephone Company, Inc.
P. O. Box 439

Lewisport, KY 42351

George W. Arnold

Manager

Logan Telephone Cooperative, Inc.
P. O. Box 97

Auburn, KY 42206

Bernard E. Hill

Manager

Mountain Rural Telephone
Cooperative Corporation

405 Main Street

P. O. Box 399

West Liberty, KY 41472-0399

F. Thomas Rowland

Manager

North Central Telephone
Cooperative, Inc.

P, O. Box 70

Lafayette, TN 37083

Bert Dunsil

President

Peoples Rural Telephone
Cooperative Corporation, Inc,

P. O. Box 159

McKee, KY 40447

William Butler
President

Salem Télephone Company
P. 0. Box 2S5

Salem, KY 42078




James G. Harralson

Asst. Vice President-Public Affairs
South Central Bell Telephone Co.

P. O. Box 32410

Louisville, KY 40232

Clinton Q. Quenzer

General Manager

South Central Rural Telephone
Cooperative Corporation, Inc.

322 West Main Street

P. 0. Box 159

Glasgow, KY 42141-0159

Robert C. Thacker

President

Thacker~-Grigsby Telephone
Company, Inc.

P. O. Box 789

Hindman, KY 41822

Glen Sears

Manager

West Kentucky Rural Telephone
Cooperative Corporation, Inc.

237 North Eighth Street

P. O. Box 649

Mayfield, KY 42066

Katherine Randall, Esq.
Cellular One/Central Kentucky
c/o Brown, Todd & Heyburn

2700 Lexington Financial Center
Lexington, KY 40507-4634

Ernest W. Rayburn
Controller

Cincinnati SMSA, Limited Partnership

c/o Ameritech Mobile Comm., Inc.
Suite 1400
1515 Woodfield Road
Schaumburg, IL 60173

Lisa Shacklett

Manager

Cumberland Cellular Telephone
Company, Inc.

417 North Second Street

Clarksville, TN 37040

Robert L. Shipley
Market Manager
Evansville Cellular Telephone

Company
461 John Street
Evansville, IN 47713

Paul Kozlowski

President

Evansville MSA Limited Partnership
245 Perimeter Center Parkway
Atlanta, GA 30346

Mr. Francis J. Heaton

Director of Operations

Independent Cellular Network, Inc.
2100 Electronics Lane

Ft. Myers, FL 33912

Robert L. Shipley
General Manager
Kentucky Cellular, Inc.
461 John Street

Evansville, IN 47713

T. L. Adams

Vice President-Finance

Kentucky CGSA, Inc.

5600 Glenridge Drive, Suite 600
Atlanta, GA 30342

Richard Gross
Southern Ohio Telephone Company
Suite 105

4701 Creek Road
Cincinnati, OH 45242



